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Lustis' SSoi s S3, 

Lucky Stores, inc. is a 
volume-oriented retail 
company operating largo 
chains of stores in the United 
States. The Company is 
diversified geographically 
and by store type. Us busi¬ 
ness is to offer an assort¬ 
ment of merchandise that 
satisfies customers seeking 
recognizable value. The 
Company's emphasis is on 
superior operation and 
merchandising of its sto r es. 
Retail operations are sup¬ 
ported-by cost-effective cen- 
: tra! facilities and activities. 
Policy direction and-finan¬ 
cial and systems control 
are provided to operating 
divisions from corporate 
headquarters in Dublin, 
-California. 

The Company’s operations 
are reported in three busi¬ 
ness segments; food stores, 
department stores and spe¬ 
cialty stores. 
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(dollars in thousands except per share amounts) 

1982 


1981 

Sales . „ 

$ 7 / 972/973 

$ 7 / 133/676 

Percent change from prior year 

11.8 


11.6 

Earnings from continuing operations 

$ 97,763 

$ 

96,822 

Percent change from prior year . 

1.0 


6.7 

Percent of sales 

1.2 


i -4 

Loss from discontinued operations 

$ ( 5 / 535 ) 

$ 

(i, 370 ) 

Net earnings 

$ 92,228 

$ 

95,452 

Earnings per common share 




Continuing operations 

$ 1.91 

$ 

1.90 

Discontinued operations 

(.11) 


(.02) 

Net earnings 

$ x.8o 

$ 

1.88 

Shareholders' equity per common share 

$ 10.40 

$ 

9.78 

Earnings as a percent of average 




common shareholders' equity: 




Continuing operations 

18.9 


20.2 

Net earnings 

17.9 


20.0 
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Annual Report on 

Form jo-K 

Shareholders may obtain at no charge a copy of Lucky's 10-K annual report 
filed with the Securities and Exchange Commission by writing to the 
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Lucky Stores, Inc 

Report to Shareholders 


Sales reached nearly eight billion dollars, rising i: 8 percent in 1982 to $7.97 billion. Com¬ 
parable or same store sales were particularly strong. With inflation declining throughout 
the year, the major segments of our business—food stores and department stores—as 
well as the fabric stores in the specialty segment, achieved their best real sales growth in 
many years. 

Aided by a record fourth quarter, earnings for the year from continuing operations edged 
upward to $97.8 million. The LIFO charge before income taxes was $13 million in 1982, down 
from $25 million in 1981, reflecting the substantially reduced effect of inflation on operating 
earnings. Earnings per common share from continuing operations were $1.91 compared 
with $1.90 in 1981. 

Dividends were $1.16 per common share for the 1982 fiscal year. This compares with $1.13 
per share in fiscal 1981. For the third successive year, common dividends paid represented 
more than 60 percent of earnings per share. To sustain profitable growth and maintain 
a superior return on shareholders' equity, we continue to believe that future dividend in¬ 
creases should be at a slower rate than earnings increases. The objective is to bring the 
payout ratio to a level more in keeping with economic conditions, capital costs and our 
financial goals and also consistent with industry norms. 

Much was accomplished during the past year in refocusing the Company's operations 
while achieving a modest increase in earnings. 

Lucky operated 1,590 retail stores at yearend. On a net basis, this is 14 more stores than at 
the end of the previous year. That gain of only 14 stores obscures some very significant 
activity during the year. In total, we added 213 new stores, opening 131 stores in existing 
operations and acquiring 82 stores in four separate transactions. The acquisitions included 
seven Statewide and 28 Honey's auto parts stores, 39 Margie's off-price women's apparel 
stores, and eight food stores. Each acquisition represented an addition to existing opera¬ 
tions rather than an entry into a new business. 

A major accomplishment during the year was the sale of several operations which were not 
productive long-term assets for our Company. The 124 Sirloin Stockade restaurants, 
sold in June, penalized the year's net earnings by $5.5 million, or 11 cents a share. The 
19 L&G specialty sporting goods stores were also divested at a small loss. At yearend we 
closed the 13 Memco department stores in Virginia and Maryland which were geographi¬ 
cally remote from their necessary support facilities. The sale of these units was concluded 
early in fiscal 1983 and the gain on the transaction will be included in the first quarter re¬ 
sults. With the sale of the tire portion of our San Diego automotive business, the emphasis 
of our automotive stores is now entirely on auto parts and accessories. In total, 156 stores 
were sold in addition to routine closing of 43 outmoded or unprofitable units. The result¬ 
ing redeployment of the Company's resources is expected to contribute positively to 
future earnings. 
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Capital expenditures in 1982 were $107 million for fixtures in stores and support facilities. 
These expenditures included major remodeling or expansion of 41 food stores. Scanning 
installations in food stores increased to 161 from 95 a year ago. We remain committed to 
keeping existing stores in first class condition. In 1983 we expect to spend $135 million on 
fixtures and equipment, opening more than 140 new stores and remodeling 44 food and 
department stores. An additional $20 million will be spent under a planned mortgage 
financing for new store buildings. 

For the first time in several years, no major new distribution or manufacturing and pro¬ 
cessing facilities were brought into use. A milk processing plant is under construction in 
Sacramento to meet the growing needs of our Northern California food stores. Such 
support facilities are significant contributors to the efficient and profitable operation of 
our Company. 

The Automotive and Checker Divisions were reorganized into a single division operating 
400 retail automotive parts and accessory stores. In number of stores, we project this to be 
our fastest growing division. 

Ted Brunner was promoted to Senior Vice President-Manufacturing and Support Facilities. 
Morty Godlas, Senior Vice President-General Merchandise, retired after 41 years of service. 
Corporate Secretary, Nancy Burnette, was made a Vice President, and Dick Goodspeed 
moved up to President of the Florida Food Division, replacing Wilbur Hall upon his retire¬ 
ment. Pat Petitti became President of the Midwestern Food Division in March 1983, replac¬ 
ing Stan Coin who has chosen to retire early. Fred Ferroggiaro died in 1982. He was a 
remarkable man who made invaluable contributions to the Company during his 27 years on 
the Board of Directors. 

Lucky remains a balanced company. Our food, department and specialty stores, organized 
into eight divisions and one subsidiary, operate in 29 states with 64,000 employees serving 
more than eight million customers each week. In 1982, food stores produced 65 percent of 
total sales and 52 percent of profits; department stores accounted for 27 percent of sales and 
21 percent of profits while specialty stores contributed 27 percent of earnings on just over 
8 percent of sales. Earnings gains were achieved in food stores, department stores, auto¬ 
motive and fabrics with only the apparel and small department store portion of the spe¬ 
cialty group declining from the impressive levels of 1981. 
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Lucky Stores, Inc. 

Report to Shareholders (continued) 
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Lucky Stores, Inc. 

Management’s Discussion and Analysis 


(in thousands except per share amounts) *982 

1981 

1980 

1979 

1978 

Sales 

97,972,973 

$7,133,676 

$6,391,095 $5,736,459 $4,592,219 

Earnings from continuing 
operations 

Earnings (loss) from dis- 

97,763 

96,822 

90,782 

97,115 

78,613 

continued operations 

(5,535) 

(i/37o) 

(324) 

979 

1,787 

Net earnings 

Earnings per common share 

92,228 

95/452 

90,458 

98,094 

80,400 

Primary: 






Continuing operations 

1.91 

1.90 

1.80 

1.99 

1.68 

Discontinued operations 

(.11) 

(.02) 


.02 

.04 

Net earnings 

Fully diluted: 

1.80 

1.88 

1.80 

2.01 

1.72 

Continuing operations 

1.88 

1.87 

1.76 

1.91 

1.60 

Discontinued operations 

(.11) 

(.02) 


.02 

.04 

Net earnings 

1.77 

1.85 

1.76 

1.93 

1.64 

Cash dividends per 






common share 

1.16 

1.13 

1.12 

1.00 

.83 

Total assets 

1,609,127 

1,524,444 

1,400,6 01 

1,221,547 

1,042,846 

Capital expenditures 
Long-term obligations: 

106,977 

153,473 

146,794 

93,217 

102,549 

Operating companies 

125,428 

124,281 

128,489 

42,624 

59,937 

Real estate subsidiaries 

H3/551 

103,023 

106,946 

110,415 

113,476 

Capital lease obligations 
(long-term portion) 
Redeemable preferred and 

166,899 

177,152 

179,358 

156,767 

129,627 

preference shares 

Common shareholders' 

17,500 

17,500 

17,500 

18,852 

2,921 

equity 

526,400 

491,127 

451,613 

406,079 

331,430 


Results for 1979 include 53 weeks; 1979 through 1982 reflect the use of the LIFO method of accounting 
for inventories. 


s 


Five-Year 
Summary of 
Significant 
Financial 
Information 



78 79 80 81 82 
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Lucky Stores, Inc. 

Management’s Discussion and Analysis (continued) 


Financial 

Condition 



78 79 80 81 82 



78 79 80 81 82 


Lucky's financial condition was further strengthened during 1982. At January 30,1983 cash 
and short-term securities were $126 million, an increase of more than $60 million during the 
year due largely to the sale and leaseback late in the year of two major food distribution 
facilities. Current operations were again the principal source of funds for working capital 
and long-term growth. The $167 million of cash provided through current operations 
was primarily used for fixtures and equipment in stores and central facilities and for 
cash dividends. 

More than three-fourths of the $107 million capital spending during 1982 was for store fix¬ 
tures and equipment. About $35 million was invested in new stores and $46 million was 
spent modernizing and enlarging existing stores under our remodeling program. The re¬ 
maining $26 million was spent on fixture and equipment additions for our existing central 
facilities. As a result of the substantial investments made in central facilities in recent years, 
capital spending in 1982 was concentrated on stores, as it will continue to be in 1983. 

In addition to capital expenditures for fixtures and equipment the Company also provides 
from internally generated funds interim financing for the construction of stores and other 
properties which will be sold and leased back. This has made the Company's continued 
growth possible during periods when external sources of construction financing were 
either unavailable or excessively costly. As a supplement to this sale-leaseback program, 
and to provide lower net occupancy costs, we are completing arrangements for mortgage 
financing of some of our new store buildings during 1983. 

In December 1982 sale-leaseback and mortgage transactions were concluded for the food 
distribution centers located in Houston, Texas and Irvine, California and a newly con¬ 
structed milk processing plant in Southern California. These transactions provided 
$57.3 million through sale and leaseback of the buildings and improvements and $12.6 
million through mortgaging of the underlying land. The distribution centers had been 
constructed in 1980 and 1981 from working capital. These transactions restored to working 
capital the cash which had been invested in these central facilities. No external financing 
of exiting central facilities is anticipated in 1983. 

Short-term cash and seasonal inventory financing requirements are met through the 
issuance of commercial paper or bank borrowings. The commercial paper is backed by the 
Company's $145 million revolving bank credit and term loan agreement. Lucky issued com¬ 
mercial paper from time to time throughout the year. The average amount of commercial 
paper outstanding was $20 million and v/as issued at rates ranging from 8.1 percent to 15.6 
percent. In addition. Lucky has $65 million available under other bank lines of credit. 

The Company has adequate capital resources to finance its planned expansion and to main¬ 
tain the liquidity required by its operations for the foreseeable future. 
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Lucky Stores, Inc. 
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Lucky achieved in 1982 the strongest real sales growth in recent years. The chart below 
shows the components of our sales increases for the past four years—real growth, new 
stores and inflation—based on the internal indexes developed since 1979 for our LIFO cal¬ 
culations. In 1982 real growth represented well over half of the total sales increase. By con¬ 
trast in 1980, the peak year of inflation, nearly two-thirds of the increase was the result of 
inflation. The large sales increase in 1979 was influenced by two significant acquisitions as 
well as a fifty-third week in the year. 

After a first half in which earnings from continuing operations were down nineteen per¬ 
cent, the year 1982 ended with a record fourth quarter which more than offset the earlier 
declines. Earnings from continuing operations for the year increased one percent over 1981 
and eight percent over 1980 despite intensified recessionary pressures. 

Food stores, the Company's largest segment, achieved sales growth of 12 percent. This seg¬ 
ment continues to produce about 65 percent of the Company's total sales. Comparable store 
sales were up nine percent. Because of the declining rate of inflation in food prices, these 
were largely real gains, which contributed significantly to the profit increase. Pretax profits 
increased $5.6 million to 52 percent of the Company's total pretax profits. Gross margins 
and operating expense ratios remained relatively unchanged from last year in spite of com¬ 
petitive pressures and escalating operating costs. Sales and earnings trends varied among 
geographic areas of the country. Strong sales increases were achieved in California and 
Florida, but the Midwestern Food Division continues to be adversely affected by the severe 
recession in both the industrial and agricultural economies of that area. 

Department store operations showed substantial improvement over the depressed results 
of a year ago, but have not regained the profit levels of prior years. Sales increased 13 per¬ 
cent, exceeding $2 billion for the first time. Strong gains were also achieved in comparable 
store sales. Pretax earnings increased $5.5 million or 17 percent over last year. Pretax earn¬ 
ings benefited from a modest increase in gross margins. Operating expense ratios increased 
primarily as the result of higher payroll and advertising costs. Sales trends varied by both 
geographical area and by merchandise category. Southern California and Arizona stores 
achieved strong sales gains, largely attributable to opening the stores seven days a week 
and to changes in the competitive environment. Stores in other areas of the country 
showed only modest sales gains. Results also benefited from the strong sales in the food 
departments. Consumer spending for many kinds of general merchandise, however, 
remained cautious throughout the year. 


Results of 
Operations 



78 79 80 81 82 


Sales Growth 
($ millions)' 



79 80 81 82 
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Lucky Stores, Inc. 

Management’s Discussion and Analysis (continued) 


Results of 
Operations 

(continued) 


. . Pr«ax Earnings— 

. ContinuingOpe rations 

•' ■($millions) -. ■. ■- .. 



78 79 80 81 82 


Cash Dividends 
Relained Earnings 


Net Earnings 
($ millions) 



78 79 80 81 82 


Continuing 

Operations 


The specialty retailing segment produced an eight percent sales increase overall, but pretax 
profits declined seven percent. The results of operations for our specialty stores varied sig¬ 
nificantly by type of store with women's apparel particularly weak. 

Sales in the automotive stores increased 19 percent and pretax earnings were up 31 percent. 
A substantial part of the sales increase is attributable to new stores including the Statewide 
stores in Idaho and the Honey's stores headquartered in Tennessee which were acquired 
during the year. Earnings increased $4.7 million due to higher sales volume, modest in¬ 
creases in gross margins, a lower LIFO charge and a gain on the sale of the retail tire busi¬ 
ness at the end of the year. Earnings were adversely affected by expenses related to the 
acquisitions and the consolidation of the Automotive Division organization, which will con¬ 
tinue to affect operating results into 1983. 

Fabric earnings increased 23 percent to $19.8 million on a sales gain of six percent. A some¬ 
what larger increase in retail sales was partly offset by a decline in wholesale volume. 

Retail sales continue to benefit both from current economic conditions and fashion trends. 
The solid growth in earnings is attributable to further improvement in gross margins from 
changes in the merchandise mix and to reduced operating expense ratios. 

The earnings gains of automotive and fabric stores were offset by a substantial drop in 
profits of the apparel and small department stores. Their sales were down two percent for 
the year. The apparel stores suffered sharp declines in comparable sales as intensified 
promotional activity by conventional department and specialty stores made them more 
competitive with off-price retailers. Earnings were adversely affected by the reduced sales 
volume, promotional costs and higher operating expenses. 

The effects of inflation on the Company's operations have moderated as the inflation 
rate declined during 1982. In addition to the observations above appropriate to the sep¬ 
arate segments of our business, a general discussion of the effects of inflation on the 
Company's operations is contained in the financial review under ''Supplementary 
Inflation Information." 
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Lucky Stores, Inc. 

Consolidated Earnings 


Years ended January 30,1983, January 31,1982 and February 1 ,1981 

(in thousands except per share amounts) 1982 1981 1980 


Sales 

$ 7 / 972,973 

$ 7 , 133,676 

$6,391,095 

Cost of goods sold 

6,130,618 

5,492,708 

4,928,600 

Gross margin 

Expenses: 

1 / 842,355 

1,640,968 

1,462,495 

Selling, general and administrative 

1,561,314 

1,376,883 

1,222,021 

Depreciation and amortization 

Interest, net of interest income of 

72,238 

65,015 

55,698 

$8,568, $9,840 and $7,692 

32,373 

30,304 

23,948 


1,665,925 

1,472,202 

1,301,667 

Earnings from continuing operations 




before income taxes 

176,430 

168,766 

160,828 

Income taxes 

78,667 

71,944 

70,046 

Earnings from continuing 
operations 

Discontinued operations of 

97,763 

96,822 

90,782 

Restaurant subsidiary: 

Loss from operations, net of 
income tax effect 

Loss on sale, net of $3,400 income 

(885) 

(i, 37 o) 

(324) 

tax effect 

(4,650) 



Net earnings 

$ 92,228 

$ 95,452 

$ 90,458 

Earnings per common share 




Primary: 




Continuing operations 

$ 1.91 

$ 1.90 

$ 1.80 

Discontinued operations 

(.11) 

(.02) 


Net earnings 

$ 1.80 

$ 1.88 

$ 1.80 

Fully diluted: 




Continuing operations 

$ 1.88 

$ 1.S7 

$ 1.76 

Discontinued operations 

(.11) 

(.02) 


Net earnings 

$ 1.77 

$ 1.85 

$ 1.76 


Consolidated Retained Earnings 




Years ended January 30, 1983, January 31,1982 and February 1,198: 
(in thousands except per share amounts) 

1982 

1981 

r 9 8o 

Beginning balance $ 

238,600 

$ 201,189 

$ 167,667 

Net earnings 

Cash dividends: 

92,228 

95,452 

90,458 

Preferred and preference 

Common—$1.16, $1.13 

(i, 374 ) 

(i, 374 ) 

( 1 , 468 ) 

and $1.12 a share 

(58,670) 

(56,667) 

( 55 , 468 ) 

Retained earnings of company acquired 




in pooling of interests 

710 



Ending balance $ 

271,494 

$ 238,600 

$ 201,189 


See Financial Review. 
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Lucky Stores, Inc 

Consolidated Balance Sheet 


AtJanuaryjo, 1983 and January 31,1982 (in thousands) 1982 1981 


Assets 

Current assets: 

Cash, including short-term investments 
of $104,845 and $17,014 

Receivables 

Inventories 

Prepaid expenses and supplies 

Properties for sale and leaseback 

$ 126,226 
43,880 
633/737 
23,003 
63,419 

$ 65,671 

42,728 
6x1,930 
21,953 

41,583 


Total current assets 

890,265 

783,865 


Property and equipment at depreciated cost: 

Operating companies 

407,913 

389,855 


Real estate subsidiaries 

120,348 

163,791 


Property under capital leases, less $85,014 and 
$83,650 accumulated amortization 

139,967 

152,551 


Licenses, receivables and other assets 

33/478 

21,111 


Excess of cost over net assets acquired 

17,156 

13,271 


Total assets 

$1,609,127 

$1,524,444 

Liabilities 

and 

Current liabilities: 

Accounts payable 

$ 308,646 

$ 306,685 

Shareholders' 

Current instalments on long-term obligations 

9,236 

8,887 

Equity 

Current portion of capital lease obligations 

6,263 

6,268 

Income taxes 

45 / 5 2 i 

30,296 


Other taxes 

41,828 

40,835 


Payroll and employee benefits 

81,734 

75,688 


Other accrued liabilities 

97,415 

83,191 


Total current liabilities 

59°,643 

551,850 


Long-term obligations—instalments due after one year: 
Operating companies 

125,428 

124,281 


Real estate subsidiaries 

H 3 , 55 i 

103,023 


Capital lease obligations 

166,899 

177,152 


Deferred workers' compensation claims 

26,672 

27,071 


Deferred income taxes 

42,034 

32,440 


Contingencies—see Litigation 

Redeemable preference shares, redemption 
value $23,064 

17,500 

17,500 


Common shareholders’ equity: 

Common shares, $1.25 par value; outstanding 
50,599,005 and 50,2x1,072 shares 

63,249 

62,764 


Capital in excess of par value of shares issued 

191,657 

189,763 


Retained earnings 

271,494 

238,600 


Total common shareholders' equity 

526,400 

491,127 


Total liabilities and shareholders' equity 

$2,609,127 

$1,524,444 


Sec Financial Review. 
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Lucky Stores, Inc 

Consolidated Changes in Financial Position 


Years ended January 30,1983, January 31,1982 and February 1 ,1981 

(in thousands) 1982 1981 1980 


Earnings from continuing 
operations 

Expenses not requiring cash: 

Depreciation and amortization 

LIFO charge 

Deferred taxes and workers' 
compensation claims 

$ 97,763 

72,238 

13,000 

10,942 

$ 96,822 

65,015 

25,000 

12,488 

$ 90,782 

55/698 

38,000 

9,194 

Earnings (loss) and non-cash expenses from: 
Continuing operations 

193/943 

199,325 

193/674 

Discontinued operations 

(6,320) 

1/653 

2,550 

Total earnings and non-cash expenses 

187,623 

200,978 

196,224 

Inventory growth at current cost 

(34,807) 

( 90 , 734 ) 

( 53 , 868 ) 

Expansion (reduction) of 
accounts payable 

1,961 

49/390 

(518) 

Sale (construction) of 
sale-leaseback properties 

(21,836) 

27/793 

(30,316) 

Current income tax obligation in 
excess of payments 

15,225 

7/543 

1,361 

Other taxes, payroll and other 
liabilities accrued in excess 
of payments 

21,263 

24,848 

19,760 

Decrease (increase) in receivables and 
prepaid items 

(2,202) 

(1,498) 

8,355 

Cash provided by 
current operations 

167,227 

218,320 

140,998 

Long-term borrowings 

16,756 


100,213 

Sale and leaseback of existing 
central facilities 

Cash dividends 

52,120 

(60,044) 

(58,041) 

( 56 , 936 ) 

Additions to property and equipment: 

New and existing stores 

(81,439) 

(78,708) 

(92,810) 

New and existing central facilities 

(25,538) 

( 74 / 765 ) 

( 53 / 984 ) 

Reduction of debt and capital lease 
obligations 

( 15 / 350 ) 

(13,002) 

(15,882) 

Disposition of property, equipment 
and capital leases 

22,448 

6,420 

8,012 

Other 

(15/625) 

i,M 5 

( 7 , 440 ) 

Cash used by other financial 
activities 

(106,672) 

(216,951) 

(118,827) 

Increase in cash and short-term 
investments 

6 o ,555 

1,369 

22,171 

Cash and short-term investments: 

Beginning of year 

65,671 

64,302 

42,131 

End of year 

$ 126,226 

$ 65,671 

$ 64,302 


See Financial Review. 
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Cash Provided (Used) 
By Current 
Operations 


Cash Provided 
(Used) by Other 
Financial 
Actimties 
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Financial 

Review 

1982 


Summary of 
Accounting 
Policies 


Reproduced with 


I Lucky Stores, Inc. 

Financial Review 


The purpose of this financial review is to provide the additional information that may be 
necessary for a clear understanding of the financial statements. Dollar amounts, which in 
the statements are shown in thousands, are shown in the financial review in millions for 
easier reading. 


Lucky's accounting policies conform with generally accepted accounting principles, are 
appropriate to the Company's business and have been consistently applied. The significant 
policies are described here to aid in understanding and evaluating the consolidated finan¬ 
cial statements and other information in this report. 

Consolidated financial statements include accounts and operating results of all subsidi¬ 
aries. All significant intercompany accounts and transactions are eliminated. 

Sales include the rent received from concessions in membership department stores, but 
not the sales made by the concessions. 

Inventories are valued at the lower of cost or market; cost is determined by the last-in, 
first-out method for substantially all inventories. 

Depreciation is computed for the financial statements using the straight-line method and 
the estimated useful lives of buildings, fixtures and equipment. Leasehold costs and im¬ 
provements are amortized over their estimated useful lives or the remaining lease term, 
whichever is shorter. 

Maintenance and repairs are charged to expense as incurred and major improvements 
are capitalized. 

Property under capital leases is amortized on a straight-line basis over the term of 
the lease. 

Investment tax credits reduce income taxes in the year eligible equipment is put into use. 

Interest cost of properties under development is capitalized during the develop¬ 
ment period. 

Preopening costs of new stores are charged to expense in the year the store opens. These 
costs are primarily labor to stock the store, preopening advertising, store supplies and 
other expendable items. 

Closed store costs, relating to future expenses of closed stores, are charged to income in 
the year they can be determined, usually when the store is subleased for the remaining 
term of the lease. 

Pension plan costs, including current costs and amortization of past service costs (gen¬ 
erally over 30 years), are charged to expense and funded by contributions to the respective 
pension plan trusts each year. 

Excess of cost over net assets acquired which management has determined to have a 
limited life is amortized using the estimated life. The remainder, which relates to acquisi¬ 
tions before 1971, is not being amortized because management believes it represents an 
asset with continuing value. 
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Lucky Stores, Inc. 


Earnings per share data include primary earnings per share which represent net earnings 
after preferred and preference dividends, divided by the weighted average number of com¬ 
mon shares outstanding—50,552,311 for 1982, 50,148,717^ 1981 and 49,551,130 for 1980. 
Fully diluted earnings per share give effect to shares that may be issued for convertible 
securities and stock options where the effect is to dilute earnings per share. 


During 1982 we completed four acquisitions and sold the Restaurant subsidiary. Sirloin 
Stockade, Inc. 

In three purchase transactions we acquired net assets of $9.5 million for cash and notes 
payable. The other acquisition was a pooling of interests in which 215,000 common shares 
were issued for all of the stock of the acquired company. Results of 1982 operations include 
all the acquisitions from the dates acquired. Prior year results are not presented on a pro¬ 
forma basis for the purchases and prior year results have not been restated for the pooling 
because the effect on previously reported results would not be material. 

In June 1982 Lucky sold the stock of the Restaurant subsidiary, receiving $7.2 million in 
notes for the remaining net worth after transferring to Lucky the owned real estate and 
writing off certain other assets. The sale resulted in an aftertax loss of $4.65 million. The 
properties retained had a book value of $11.5 million, subject to mortgages totaling $8.1 
million, and are expected to contribute to future income. The sales of this discontinued 
segment were $20.8 million for 1982, $67.7 million for 1981 and $77.6 million for 1980. The 
results of operations and the effect on earnings per share have been segregated in the 
restated Consolidated Earnings statement so as to show separately the results of con¬ 
tinuing operations. The transaction had no material effect on the Consolidated Balance 
Sheet. 

On January 31,1983 Lucky sold thirteen locations formerly operated as Memco department 
stores in the Washington, D.C. area. Proceeds from this sale and related transactions aggre¬ 
gated $41 million and are expected to result in a gain which will be included in the results of 
operations for 1983 when all costs of the transactions and of closing the stores have been 
determined. 


Substantially all inventories are valued at the lower of cost or market using the last-in, first- 
out (LIFO) method. 

The current cost of inventories exceeded the LIFO cost by $103 million at January 30,1983 
and $90 million at January 31,1982. 
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Lucky Stores, Inc 

Financing Review (continued) 


Capital expenditures for 1982 were $106.9 million compared with $153.5 million in 1981. 
Total expenditures included $25.5 million for warehouse and distribution facilities and 
$81.4 million to equip new stores and remodel existing stores. Our investment in property 
and equipment at each yearend was as follows: 


Property and equipment: 

Operating 

companies 

1982 1981 

Real estate 
subsidiaries 

1982 1981 

Buildings 

Leasehold costs and 

$ 21.6 

$ 25-1 

$ 99-1 

$144.6 

improvements 

97-7 

90.0 

i-3 


Fixtures and equipment 

595.0 

548 1 

14.1 

10.9 

Less accumulated depreciation 

7M-3 

663.2 

114.5 

155-5 

and amortization 

311.3 

279.8 

35-9 

30.7 


403.0 

383-4 

78.6 

124.8 

Land 

4-9 

6.4 

41.7 

39.0 


$407.9 

$339.8 

$120.3 

$163.8 


The real estate subsidiaries are wholly owned by Lucky, and most of their properties are 
leased to Lucky. The majority of these properties have been financed through various insti¬ 
tutional lenders with mortgages equal to the original investment and are pledged to secure 
the mortgage notes payable. This method of financing has allowed Lucky to own these 
properties with little initial cash outlay. In 1982 distribution facilities completed during 1980 
and 1981 at a cost of $65 million were either sold and leased back or mortgaged. 

At January 30,1983 properties for sale and leaseback include $33.9 million for which we 
have long-term financing commitments. 

Expenditures for new facilities included $2.6 million in 1982, $3.5 million in 1981 and $5.4 
million in 1980 of interest capitalized as part of the cost of properties under development. 


In addition to funds supplied by operations. Lucky provides for its expansion program 
through various short-term and long-term borrowings. 

Short-term borrowings: Short-term cash requirements are met through borrowings 

under a revolving credit agreement or the issuance of commercial paper. The commercial 
paper is backed by the Company's bank credit lines totaling $210 million of which $145 
million is in the form of a revolving credit and term loan agreement. 

The revolving credit and term loan agreement, effective March 1,1982, permits Lucky to 
borrow on a revolving basis at the lower of the prime rate, offshore interbank offered rate 
plus .50 percent or a domestic fixed CD rate plus .65 percent during the first eighteen 
months increasing thereafter by .25 percent for all borrowing options. At the end of three 
years the Company may convert borrowings then outstanding or the entire $145 million 
into a four-year term loan. No compensating balances are required under this agreement, 
but the Company is required to pay an annual commitment fee of .25 percent on the un¬ 
used portion of the loan during the revolving period of the agreement. There have been no 
borrowings under this agreement. 
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In addition, the Company has $65 million available under other bank lines of credit. 

These commitments require a .25 percent annual fee on the unused portion of the line. 

The borrowing rate is the lower of the prime rate or the offshore interbank offered rate plus 
.3 75 percent. 

Long-term obligations: The 1982 yearend balances, excluding $9.2 million current 
instalments, are: 


Operating companies: 

8'h% sinking fund debentures, due in 1996 $15.1 

11 Va% notes, due in 1987 50.0 

n^/o sinking fund debentures, due in 2005, less$o.4 discount 49.6 

Other 10.7 


$125.4 


Real estate subsidiaries: 

5'h% to i5'/2% mortgage notes (weighted average 9.1%) $113.6 


The 8V2% sinking fund debentures, which were issued in 1971, are callable at prices 
decreasing from 103.40% of face value in 1983 to 100% after 1990. Annual sinking fund 
requirements of $1.25 million through 1996 are met through 1984. The ny8% notes were 
issued in 1980 and may be redeemed in whole or in part at any time commencing in 1985. 
The 11%% sinking fund debentures were also issued in 1980, are redeemable at prices de¬ 
creasing from 109.31% of face value in 1983 to 100% after 1999, and require annual sinking 
fund deposits of $2.75 million beginning in 1989. Required sinking fund deposits and prin¬ 
cipal payments on long-term debt in each of the four years after 1983 are: 


Fiscal year 

Operating 

companies 

Real estate 
subsidiaries 

1984 

$ 3 .i 

$4.0 

1985 

2.0 

4.2 

1986 

1-9 

4-5 

1987 

53-2 

4.8 


Most of our stores and some of our other facilities are leased from outside parties. Many of 
the leases have renewal options for periods ranging from five to thirty years. Some give 
us the option to buy the property at certain times during the initial lease term for approxi¬ 
mately its estimated fair market value at that time, and some require Lucky to pay taxes and 
insurance on the leased property. 


Rent expense consists of: 



1982 

1981 

1980 

Minimum rent under operating leases 

$ 81.6 

$63.9 

$55.6 

Additional rent based on sales under all leases 

19.0 

18.8 

l6.0 

Total 

$100.6 

$82.7 

$71.6 
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Financial Review (continued) 


Future minimum lease payments under operating and capital leases as of January 30,1983 
are as follows: 




Operating 

Capital 

Fiscal year 


leases 

leases 

1983 


$ 79.2 

$ 21.4 

1984 


79.8 

21.2 

1985 


81.0 

21.0 

1986 


79.0 

20.7 

1987 


76.0 

20.1 

Thereafter 


1,013.1 

2607 

Total minimum rent 


$1,408.1 

365.1 

Executory costs 



(1.0) 

Imputed interest 



(190.9) 

Present value of net mini 

mum lease payments including $6.3 mil- 



lion classified as current portion of capital lease obligations 


$173.2 


The present value of minimum rent payments for operating leases, calculated using our 
incremental interest rates at the inception of the leases, would be approximately $560 mil¬ 
lion at January 30,1983. 


In addition to federal income taxes. Lucky pays taxes on income to various states in which 
it operates. 


Other than the investment tax credit, the only significant difference between the federal stat¬ 
utory tax rate and the federal provision is the deduction allowed for state taxes on income. 


Provision for income taxes 

Amount 

%* 

1981 

Amount 

0 . 

1980 

Amount 

%* 

Federal 

Current 

$65.6 

37-2 

$59-3 

35.2 

$60.0 

37-3 

Deferred 

9-9 

5.6 

12.5 

7-4 

93 

5.8 

Investment tax credits 

(9.0) 

(5.1) 

(11.8) 

(7-o) 

(10.4) 

(6-5) 

Total federal 

66.5 

37-7 

60.0 

35-6 

58.9 

36.6 

State 

Current 

11.4 

6.5 

10.0 

5-9 

10.0 

6.2 

Deferred 

.8 

•4 

i-9 

1.1 

1.1 

■7 

Total state 

12.2 

6.9 

11.9 

7.0 

11.1 

6.9 

Total income taxes 

$78.7 

44.6 

$7U9 

42.6 

$70.0 

43-5 


‘Percent of earnings from continuing operations before income taxes. 


Deferred income taxes result from timing differences in the recognition of revenue and 
expense for financial and tax reporting purposes. The sources of these differences are pri¬ 
marily from our use for tax purposes of accelerated depreciation, actual rentals and interest 
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incurred, in contrast with our use in the financial statements of straight-line depreciation, 
capital lease amortization and capitalization of interest on properties under development. 
The amounts of deferred taxes that result from these were as follows: 


1982 

1981 

1980 

Accelerated depreciation 

$12.7 

$10.6 

$ 7-i 

Capitalized interest 

(2.5) 

1-7 

2.7 

Capital leases 

<1.1) 

d-5) 

(1-3) 

Other 

1.6 

3.6 

i-9 


$10.7 

$14-4 

$10.4 


Changes in shares outstanding and capital in excess of par value for 1980 through 1982 were 
as follows (shares in thousands, amounts in millions): 


Common shares Capital in 



Redeemable 

(authorized one 

excess of par 


preferred and 

hundred million 

value of 


preference shares 

shares) 

shares issued 


Shares 

Amount 

Shares Amount 


Balance, February 3, 1980 
Conversion of convertible 

255 

$18.8 

49,182 $61.5 

$177.0 

securities, exercise of 
stock options and 
redemption of preferred 

(19) 

(1-3) 

874 1.1 

10.9 

Balance, February 1,1981 
Conversion of convertible 

236 

17-3 

50,056 62.6 

187.9 

securities and exercise 
of stock options 



155 .2 

i-9 

Balance, January 31,1982 
Conversion of convertible 

236 

17-5 

50,211 62.8 

189.8 

securities and exercise 





of stock options 

Issuance of common shares 



173 .2 

2.1 

in pooling of 
interests transaction 



215 .2 

(.2) 

Balance, January 30, 1983 

236 

$17-5 

50,599 $63.2 

$191.7 


At January 30,1983, 235,641 shares of the five million shares authorized of no par value 
preference shares were issued and outstanding. All shares have preference as to dividends 
and redemption value in liquidation and (except for 10,000 shares) are convertible into 
common shares. All are redeemable under sinking funds after various stipulated dates, 
225,641 shares at $100 a share and 10,000 shares at $50 a share. In event of redemption, 
excess of redemption value over carrying value will be charged to retained earnings. 
Redemption requirements for the five years after 1982 are immaterial. 

The Company's authorized capital also includes one hundred thousand preferred shares 
of $50 par value which are unissued. 


Income 
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Stock options: Stock option plans for employees were approved by the shareholders 

in 1969,1978 and 1982. Options may no longer be granted under the 1969 plan and those 
previously granted have been exercised or expired in 1982. Options granted under all plans 
have been for a price not less than the fair market value at date of grant. Under the 1982 
plan, options for 2,500,000 common shares may be granted. These options may not be exer¬ 
cised within one year from the date of grant, expire six years from the date of grant and 
terminate, except to a limited extent in the event of retirement or death of the optionee, 
upon termination of employment. Options under this plan are not exercisable while any 
option previously granted to the optionee under this plan remains outstanding, but are 
exercisable thereafter at such times and in such instalments as the Management Compen¬ 
sation Committee of the Board of Directors shall determine at the time of grant. Options 
expire at such time as the Committee shall determine at the time of grant, but no later than 
six years from the grant date. 


Stock option activity _1982_1981 


Options outstanding at 

beginning of year_1,316,957 1,518,284 

Granted at $13.25 to $17.75 pe r 
share in 1982 and $15.88 to 

$16.00 per share in 1981_1,369,420 137,200 

Exercised at $13.23 per share in 

1982 and $12.61 to $15.38 per share in 1981__ (5,287) (44,189) 

Terminated_(1,281,370) (294,338) 


Options outstanding at end of year__ 1,399,720 Mi6,957 


Of the options outstanding at the end of 1982,62,200 were exercisable at $14.75 to $16.88 
per share. Additional options may be granted for 1,242,880 shares. 

At January 30,1983, 2,736,192 authorized but unissued common shares were reserved 
for issuance upon conversion of convertible securities and exercise of stock options 
outstanding. 

Pension plans: Substantially all of our employees are covered by trusteed, non¬ 

contributory Company pension plans or by various multi-employer retirement plans under 
collective bargaining agreements. 


The cost of the Company plans was $7.1 million for 1982, $5.6 million for 1981 and $3.3 
million for 1980. Accumulated plan benefits and plan net assets as of the most recent actu¬ 
arial valuation dates were as follows: 


As of January 1 

1982 

1981 

1980 

Actuarial present value of: 

Vested benefits 

$45-i 

$34.4 

$25.6 

Nonvested benefits 

15.9 

9-9 

8.2 


$61.0 

$44-3 

$33.8 

Net assets available 

for benefits 

$49-o 

$43-7 

$29.8 


The assumed rate of return used in the actuarial computations was six percent for all years. 
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Benefit improvements in certain of the Company plans are being phased in over four years 
beginning in 1982. The effect of these changes increased 1982 pension expense by $1.0 mil¬ 
lion and increased the present value of accumulated plan benefits by $12.4 million. 

The cost for employees covered by multi-employer plans was $50.6 million in 1982, $45.0 
million in 1981 and $40.2 million in 1980. Accumulated benefits and net asset information 
comparable to that shown above for Company plans is not now available for the Company's 
employees covered by the multi-employer plans. 

Incentive compensation plans: Lucky has incentive compensation plans for store 

management and other management personnel covering more than 3,250 employees. 
Provision for payments to be made under the plans is based on pretax earnings in excess 
of a specified return on capital employed in Lucky's operations. The aggregate provision 
under both plans was $16.1 million in 1982, $16.6 million in 1981 and $16.4 million in 1980. 


Civil suits have been brought against Lucky for substantial damages under the antitrust 
laws and for certain other matters. 

Among these are 18 lawsuits against Lucky and others, including many of the nation's larg¬ 
est food retailers, alleging violation of the antitrust laws in connection with the purchase 
and sale of beef. These cases include purported class actions that could involve as plaintiffs 
all persons in the United States engaged in the business of raising and selling cattle. These 
actions seek substantial damages and other relief, and adverse judgments could have a sig¬ 
nificant impact on the Company and its business. It is not possible to predict their outcome. 
These cases have been consolidated in the United States District Court, Northern District of 
Texas, Dallas Division, for coordinated pretrial proceedings. The Company intends to de¬ 
fend itself vigorously in all of these cases. 

Management believes that the charges made against the Company in these pending law¬ 
suits are not justified and that it is unlikely that these lawsuits will have a material effect on 
the financial condition of the Company. 


Lucky is a diversified retailer operating stores in three retail segments. Sales and earnings 
information for continuing operations is shown in the table below. 

There are no sales of significance from one business segment to another. General corporate 
expenses and net interest expense arising from general corporate debt and investments 
amounted to $14.7 million in 1982, $12.1 million in 1981 and $5.2 million in 1980. These 
expenses enter into the determination of pretax earnings of the business segments, having 
been allocated on the basis of sales (for general corporate expenses) or assets employed (for 
net interest expense). 
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1982 


1981 


1980 


Sales.- 

Food stores 

$5,186.4 

65.0% 

$4/639-3 

65.0% 

$4,169.4 

65.2% 

Department stores 

2,113.5 

26.5 

1,869.5 

26.2 

1,665.4 

26.1 

Specialty stores 

673.1 

8.5 

624.9 

8.8 

556.3 

8.7 

Total 

$7/973-0 

100.0% 

$7/133-7 

100.0% 

$6,391.1 

100.0% 

Pretax earnings from continuing operations: 
Food stores . . _ _ . $ 92.1 

52.2% 

$ 86.5 

51.3% 

$ 74-0 

46.0% 

Department stores 

36.9 

20.9 

31.4 

18.6 

41.7 

25.9 

Specialty stores 

47-4 

26.9 

50.9 

30.1 

45-i 

28.1 

Total 

$ 176.4 

100.0% 

$ 168.8 

100.0% 

$ 160.8 

100.0% 

UFO charge: 

Food stores 

Department stores 

Specialty stores 

$ 6.4 

3-3 

3-3 


$ 10.0 

8.7 

6.3 


$ 18.0 

13.0 

7.0 


Total 

$ 13.0 


$ 25.0 


$ 38.0 



Assets employed are those directly identifiable by business segment or allocated on the 
basis of estimated usage. Corporate assets are principally cash and the corporate headquar¬ 
ters property. Assets employed, additions to property and equipment (other than property 
under capital leases) and depreciation and amortization are shown in the following tables: 



1982 

1981 

1980 

Assets employed: 

Food stores 

$ 727-3 

$ 760.9 

$ 649.4 

Department stores 

490.3 

461.4 

428.4 

Specialty stores 

247.6 

291.3 

279.2 

Corporate 

143-9 

10.8 

43.6 

Total 

$1,609.1 

$1,524-4 

$1,400.6 

Additions to property and equipment: 



Food stores 

$ 71.6 

$ 101.4 

$ 92-5 

Department stores 

24.1 

38.6 

37-i 

Specialty stores 

Corporate 

11.2 

13.1 

17.2 

Total 

$ 106.9 

$ 153-5 

$ 146.8 

Depreciation and amortization: 

Food stores 

$ 44.6 

$ 40.5 

$ 34-9 

Department stores 

20.5 

18.4 

15.0 

Specialty stores 

Corporate 

6.5 

.6 

6.0 

5-7 

Total 

$ 72.2 

$ 65.0 

$ 55-7 
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(in miIlions / except per share amounts) 

Quarter 




Selected 

1982 

First 

Second 

Third 

Fourth 

Year 

Quarterly 

Financial 

Sales 

$1,819.7 

$1,955.2 

$1,984.3 

$2,213.8 

$7,973-0 

Gross margin 

Earnings from con¬ 

418.3 

442.2 

453.0 

528.9 

1,842.4 

Data 

(Unaudited) 

tinuing operations 

Loss from discon¬ 

16.5 

14.8 

19.8 

46.7 

97.8 


tinued operations 

(-7) 

(4 9) 



(5-6) 


Net earnings 

Earnings per common share 

15.8 

99 

19.8 

46.7 

92.2 


Continuing operations 

•32 

.29 

•39 

92 

1 91 


Discontinued operations 

(.01) 

(.10) 



(.11) 


Net earnings 

Cash dividends per 

•3i 

•19 

•39 

•92 

1.80 


common share 

.29 

.29 

•29 

•29 

1.16 


Common stock price (NYSE) 







High 

15V4 

l 5 '/4 

16% 

18V4 



Low 

12V2 

12'/2 

13 

15% 



1981 


Sales 

$1,671.2 

$1,720.6 

$1,745-0 

$1,996.9 

$7-133-7 


Gross margin 

Earnings from con¬ 

383.8 

386.1 

400.6 

470.4 

1,640.9 


tinuing operations 

Loss from discon¬ 

20.3 

18.4 

19-3 

38.8 

96.8 


tinued operations 

(.2) 

(.2) 

(.1) 

(.8) 

(1-3) 


Net earnings 

20.1 

18.2 

19.2 

38.0 

95.5 


Earnings per common share 







Continuing operations 

.41 

•36 

.38 

•77 

1.90 


Discontinued operations 

(.01) 



(.02) 

(.02) 


Net earnings 

Cash dividends per 

.40 

.36 

,8 

•75 

1.88 


common share 

Common stock price (NYSE) 

.28 

.28 

.28 

•29 

1.13 


High 

17-/1 

16% 

15% 

14-/4 



Low 

13% 

14% 

12-/4 

12V2 



Per share amounts, based on average shares outstanding dunng each quarter, may not add to total for the year. 


Quarterly LIFO charges a 

e based on estimates. If the actual inflation rate had been known, 


net earnings per share for the quarters would have been: 







First 

Second 

Third 

Fourth 


2982 


$.37 

$.25 

$.44 

$•75 


1981 


.46 

.40 

.41 

.62 
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Supplementary 

Inflation 

Information 

(Unaudited) 


The financial statements which appear on pages 9 through 11 are prepared in conformity 
with generally accepted accounting principles, which follow the historical cost basis of 
accounting. The statements reflect actual transactions expressed in the number of dollars 
earned or expended without regard to changes in the purchasing power of the dollar. Costs 
incurred over different periods of time are deducted from current revenues, resulting in 
reported earnings that match costs and revenues in dollars of differing purchasing power. 

In recognition of this result the Financial Accounting Standards Board (FASB) requires cer¬ 
tain supplementary disclosures expressed in constant dollars, which deals with the effect of 
general inflation, and in current cost, which deals with changes in specific prices. Each of 
these methods attempts to show the effect of inflation on inventory and cost of goods sold, 
and on property and equipment and the related depreciation and amortization expense. 

Under the constant dollar method, cost of goods sold as well as depreciation and amortiza¬ 
tion expense are restated into dollars presumed to have equal purchasing power, using 
the Consumer Price Index (CPI) as a measure of the general rate of inflation. 

Under the current cost method, cost of goods sold is restated to reflect the specific costs 
that would have been incurred if all merchandise sold had been purchased in the current 
year; depreciation and amortization is calculated as if all property and equipment had been 
purchased at current year prices. 

In the supplementary information below the 1982 earnings statement is shown restated by 
the methods outlined above: (1) in dollars having the average purchasing power of the 
dollar during our fiscal year 1982, as measured by the CPI (referred to as "average 1982 
dollars") and (2) on the basis of current cost. 


Consolidated earnings from continuing operations 

Year ended January 30, 1983 

(in millions, except per share amounts) 

As 

reported 

In average 
1982 
dollars 

As restated 

On the 

basis of 

current cost 

Sales 

$7-973-0 

$7-973-0 

$7,973-0 

Cost of goods sold 

6,130.6 

6,144.5 

6,130.6 

Selling, general and administrative 
expenses 

1,561.4 

1,561.4 

1,561.4 

Depreciation and amortization 

72.2 

”3-3 

100.7 

Interest expense 

32.4 

32.4 

32.4 

Earnings from continuing operations 

before income taxes 

176.4 

121.4 

147-9 

Income taxes 

78.6 

78.6 

78.6 

Earnings from continuing 

operations 

$ 97-8 

$ 42.8 

$ 69.3 

Earnings per common share from 

continuing operations 

$ 1.91 

$ .82 

$ 1.34 

Effective tax rate—% of earnings 
from continuing operations 
before income taxes 

44.6% 

64.7% 

53.1% 

Gain from decline in purchasing 
power of net monetary liabilities 


$ 3i-7 
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As the purpose of restatement is to remove as much as possible the effect of inflation on 
reported earnings, it should be expected that both restatement methods would produce 
lower net earnings than reported. As discussed above, cost of goods sold and depreciation 
and amortization are the only elements of the earnings statement required to be restated. 
Sales and the other expenses in the earnings statement occurred evenly through the year 
and are presumed to be in average 1982 dollars. Tire inflation adjustments reduce pretax 
earnings but do not change income taxes, because inflation adjustments are not deductible 
for tax purposes. Thus, the effective tax rates on inflation-adjusted earnings are much 
higher than on earnings as reported. 

In applying the constant dollar method, the restated cost of goods sold is calculated as if the 
inventory at the beginning of the year had been paid for in average 1982 dollars instead of 
the 1981 dollars we actually paid. A similar adjustment is necessary to express the ending 
inventory, purchased at yearend 1982 dollars, in average 1982 dollars. The restated deprecia¬ 
tion and amortization is calculated as if all the buildings and equipment we own and all of 
the property we lease had been purchased with average 1982 dollars. 

The restatement based upon the CPI, as required by the FASB, increased cost of goods sold 
by $13.9 million. We believe the 5.8 percent increase in the CPI during 1982 is not represen¬ 
tative of the increase in the cost of merchandise we sell. Our calculation of the inflation rate 
for our business was between 2.0 and 2.5 percent for the year. Restatement at that rate 
would not have changed materially the cost of goods sold as reported in our financial state¬ 
ments. This is because we are essentially writing off the effects of inflation on our inventory 
by using the LIFO method. 

Under the current cost method, the restated cost of goods sold is intended to reflect the cost 
of merchandise at the time it is sold, rather than the cost at the earlier date when it was 
purchased. Because of the rapid turnover of our inventory (nine times during 1982) there is 
little difference in the cost of merchandise between the dates of purchase and sale. As the 
use of LIFO essentially includes this difference in the cost of goods sold as reported, the 
cost of goods sold on the basis of current cost is the same. 


Supplementary 

Inflation 

Information 

(Unaudited) 

(continued) 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 



Lucky Stores, Inc 

24 Financial Review (continued) 


Supplementary 

Inflation 

Information 

(Unaudited) 

(continued) 


Depreciation and amortization are based upon the current cost of property and equipment 
determined by using industry indexes and engineering estimates which represent the ac¬ 
tual costs currently being incurred for purchase or construction of similar properties, and 
reflect the current cost of properties of essentially the same service potential as those now 
in use. Because they are estimates, however, they should be considered to be approximate 
rather than precise measures of current cost. Furthermore, they are not intended, and 
should not be presumed, to represent either the value at which the properties might be 
appraised or the prices at which they could be sold. 

Both constant dollar and current cost depreciation and amortization have been determined 
on the basis of the same straight-line rates used in the financial statements. 

Inflation also affects the purchasing power of monetary assets and liabilities. These are cash 
or claims to cash such as receivables which are for a fixed number of dollars. As the pur¬ 
chasing power of the dollar decreases with inflation, the monetary assets we own lose some 
of their purchasing power. Our monetary liabilities, on the other hand, will be paid with 
dollars of lower purchasing power as the result of inflation. This represents a gain in pur¬ 
chasing power to us. Because Lucky is a moderately leveraged company—our monetary 
liabilities exceed monetary assets—we had a gain in purchasing power from those items of 
$31.7 million in 1982. This gain is shown separately below the supplementary restated earn¬ 
ings information on page 22. Although such gains are a significant part of the effects of 
inflation on United States companies, the FASB requirements exclude them from net earn¬ 
ings as restated. 

In addition to the restatement of current year earnings information, the FASB also requires 
selected financial information as reported, as well as some current cost information for the 
latest four to five years, to be expressed in average 1982 dollars (constant dollars), based 
on the average CPI for each of those years. The table on page 25 shows this information 
together with the average CPI used in the calculation. 
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Lucky Stores, Inc, 


Selected supplementary financial information adjusted for ch ancinc prices 
(in millions, except per share amounts) 1982 1981 1980 

1979 

1978 

Sales 

As reported 

$7-973-0 

$7-133-7 

$6,391.1 

$5,736-5 

$4,592.2 

Constant dollars 

7-973-0 

7-544-8 

7,440-5 

7,568.6 

6,763.6 

Earnings from continuing 
operations: 

As reported 

97.8 

96.8 

90.8 

97.1 


Constant dollars 

42.8 

34.2 

40.1 

50.1 


Current cost 

69.3 

78.8 

77.2 

99.6 


Per common share 

As reported 

1.91 

1.90 

1.80 

1.99 


Constant dollars 

.82 

.65 

•77 

1.00 


Current cost 

1.34 

i-54 

1.52 

2.03 


Gain from decline in 
purchasing power of net 
monetary liabilities 

31-7 


91.2 

108.8 


Common shareholders' equity: 

As reported 

526.4 

491.1 

451-6 

406.1 


Constant dollars 

1.057-7 

1,077.6 

1,028.6 

957.0 


Current cost 

931-7 

927-4 

926.9 

951-9 


General rate of inflation 
greater (less) than increase 
in specific prices of: 

Inventory 


30-5 

33-7 

48.7 


Property, equipment and 
property under capital 

2-7 

40.3 

96.5 

(123-4) 


Cash dividends: 

As reported 

1.16 

1.13 

1.12 

1.00 

83 

Constant dollars 

1.16 

1.20 

1.30 

1.32 

1.22 

Market price of common 
shares at yearend: 

As reported 

16.75 



14-75 

15.00 

Constant dollars 

16.57 

13-37 

15-59 

18.35 

21.25 

Average Consumer Price Index 
(for Lucky fiscal year; 

1967 = 100) 

290.0 

274.2 

249.1 

219.8 

196.9 


At January 30,1983 current cost of inventory was $737 million and the current cost of prop¬ 
erty and equipment and property under capital leases, net of accumulated depreciation and 
amortization, was $1,007 million. 

Growth in real sales is the foundation for sustained profitability of a retailer. An important 
objective of constant dollar reporting is to distinguish inflationary sales growth from real 
growth. The constant dollar restatement (based on the CPI) indicates a five-year compound 
annual growth rate of 4.8 percent. We do not believe that this represents Lucky's real 
growth, however, because prices of the merchandise we sell have increased during the past 
four years at about half the rate of increase in the CPI. This is indicated in the preceding 
table by the excess of the general rate of inflation (measured by the CPI) over the increase in 
specific prices of inventory for these years. If our sales were restated at rates based on our 
internal statistics which we believe to be more representative of our experienced inflation 
rate, they would show growth in each of the five years and the five-year compound growth 
rate would be in excess of 8.5 percent. 


25 


Supplementary 

Inflation 

Information 

(Unaudited) 

(continued) 
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Lucky Stores, Inc 

Accountants’ Report 


Report of 

Independent 

Accountants 




nee _ 

'aterhouse 


To the Board of Directors and 
Shareholders of Lucky Stores, Inc. 

In our opinion, the consolidated financial statements appearing on pages 9 through 25 of 
this report present fairly the financial position of Lucky Stores, Inc. and its subsidiaries at 
January 30,1983 and January 31,1982 and the results of their operations and the changes in 
their financial position for each of the three years in the period ended January 30,1983, in 
conformity with generally accepted accounting principles consistently applied. Our exami¬ 
nations of these statements were made in accordance with generally accepted auditing 
standards and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 


Oakland, California 
March 18, 1983 
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Lucky Stores, Inc 

Roport of Management 


27 


Lucky's management has prepared the consolidated financial statements and is responsible 
for the integrity of the information in them, as well as for the other information in the 
annual report. We believe that the statements conform with generally accepted accounting 
principles appropriate to our business. The statements are based on our best judgments 
and estimates where required. 

In fulfilling our responsibilities for the integrity of financial information and for safe¬ 
guarding assets, we rely upon a system of internal controls designed to provide reasonable 
assurance that our records accurately reflect our business transactions and that these trans¬ 
actions are in accordance with management's authorization. Our system of control includes 
careful selection and development of people, written policies and procedures, a clearly de¬ 
fined organizational structure, and responsibility reporting with strong budgetary controls. 
These are supplemented by an internal audit staff which evaluates and reports to manage¬ 
ment on the adequacy of the records and the effectiveness of the controls. 

The financial statements have been examined by Price Waterhouse, independent account¬ 
ants appointed by the Board of Directors upon the recommendation of its Audit Commit¬ 
tee. Their examination provides an independent review of management's discharge of its 
responsibilities for reporting Lucky's financial condition and results of operations. 

The Board of Directors monitors our internal controls through an Audit Committee com¬ 
posed entirely of directors who are not officers or employees of Lucky. The independent 
accountants as well as the internal auditors have complete and free access to the Audit 
Committee, and the Committee meets periodically with them and with financial manage¬ 
ment to ensure that each group is properly discharging its responsibilities. 




Ivan Owen 


Chairman of the Board and 
Chief Executive Officer 


Senior Vice President and 
Chief Financial Officer 


Report of 

Management 

1982 
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I Lucky Stores, Inc. 

Store Information 



(yearend square feet in thousands) 

1983 

Plan 

1982 

1981 

Food 

Discount canters 

Average 31,000 square feet 




Stores 

■ Lucky 

Opened 

27 

22 

22 


■ Eagle 

Acquired 


8 



* Food Basket 

Closed 

6 

5 

5 


" Kash n' Karry 

Converted from supermarkets 


7 

13 



Yearend -stores 

422 

401 

_ 369 



-square feet 

13,027 

12,327 

H /274 


Supermarkets 

Average 21,000 square feet 






Opened 


1 




Closed 

M 

6 

8 



Converted to discount centers 


7 

_13 



Yearend -stores 

146 

160 

_ Ul 



-square feet 

3,062 

3/366 

3/62 7 

Department 

■ Gemco 

Average 110,000 square feet 




Stores 

■ Memco 

Opened 

3 

7 

6 



Closed 


13 

_ 3 



Yearend -stores 

83 

80 

_86 



-square feet 

9.134 

8,806 

9 / 5 i 8 

Specialty 

Apparel and small department stores Range from 3,500 to 14,000 square feet \ 

Retailing 

* Pic-A-Dilly 

Opened 

21 

35 

32 


■ It's-A-Dilly 

Acquired 


39 



■ Yellow Front 

Closed 

19 

40 

14 


- L&G 

Yearend -stores 

367 

365 

33 i 



-square feet 

2,216 

2,183 

2,124 


Automotive stores 

Range from 3,500 to 9,000 square feet 




■ Kragen 

Opened 

82 

56 

47 


* Dorman's 

Acquired 


35 



■ Checker 

Closed 

6 

7 

11 


■ Honey's 

Yearend -stores 

476 

400 

316 


■ Statewide 

-square feet 

1,841 

1,565 

1.293 


Fabric stores 

Average 15,000 square feet 





■ Hancock 

Opened 

12 

10 

22 


• Fabric Warehouse 

Closed 

3 

4 

11 



Yearend -stores 

193 

184 

_ ITS 



-square feet 

2,848 

2,761 

2,703 


Restaurants 

Average 4,500 square feet 





■ Sirloin Stockade 

Opened 



1 


■ Fred Gang's 

Closed 


124 

13 



Yearend -stores 


0 

124 



-square feet 


0 

553 

Total 


Opened or acquired 

145 

213 

130 



Closed 

48 

199 

65 



Yearend -stores 

1,687 

1,590 

1.576 



-square feet 

32,128 

31,008 

31.092 


Sales per square foot of net selling space j 



Food stores 


$501 

$466 



Department stores 


$321 

$300 



-Excluding food department 


$237 

$230 
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Lucky Stores, Inc. 

Central Facilities 

Northern 

Southern 

Illinois & 


Other 


I 29 

(square feet in thousands) 

California 

California 

Indiana 

Florida 

Locations 

Total 


Grocery, produce and 







Warehouse, 

liquor 

1,014 

I/O35 

1,170 

523 

377 

4 /H 9 

Distribution and 

Nonfood 

204 

606 

126 

42 

559 

1/537 


Frozen food 

Appliance 

50 

67 

72 

62 

37 

74 

166 

196 

Facilities 

Automotive 

104 

85 



337 

526 


Fabric 





133 

133 


Jewelry 


24 




24 


Apparel 

Offices, shops and 

147 

335 



154 

636 


garage 

157 

119 

100 

54 

145 

575 


Bakery 

71 

80 

49 


54 

254 

Food 

Beverage 


46 




46 

Manufacturing and 

Milk processing 

Ice cream 

34 

79 

46 



28 

113 

46 

Processing 

Facilities 

Meat 

Sausage and luncheon 

94 

139 



261 



meats 

74 





74 


Household 







Other 

chemicals 


100 




100 

Manufacturing 

Tire retreading 


36 




36 

Photo finishing 


10 




10 


Total 

1/949 

2,879 

1/507 

656 

1,861 

8,852 



Our distribution centers and other service facilities are a vital part of our retailing opera¬ 
tions, and essential to their success. They consist of warehouses for assembling merchan¬ 
dise and distributing it to the stores; manufacturing and processing plants producing vari¬ 
ous private label items; truck fleets to move the products; and the offices, garages and 
shops to keep all of them in operation. 

The eight major distribution centers operated by our food divisions provide more than five 
million square feet for warehousing food and nonfood merchandise. An additional 2.5 mil¬ 
lion square feet of warehouse space, office, and other support facilities serve primarily 
the other operating divisions and subsidiaries. Seventeen manufacturing and processing 
facilities occupy another one million square feet. 
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Summary 


Lucky Stores, Inc 

30 | Ten-Year Summary 


(dollars in thousands except per share amounts) 1982 1981 



52 Weeks 

52 Weeks 

Sales t 

$ 7/972,973 

$ 7 , 133,676 

Percentage increase over prior year 

11.8 

11.6 

10-year compounded rate of increase 

14.5 


Average annual sales per food unit 

9,496 

8,659 

Earnings t 



From continuing operations before income taxes 

$ 176,430 

$ 168,766 

Income taxes 

78,667 

71,944 

Earnings from continuing operations 

97,763 

96,822 

Percentage increase (decrease) from prior year 

1.0 

6.7 

10-year compounded rate of increase 

11.2 


As a percent of sales 

1.2 

1.4 

Earnings (loss) from discontinued operations. 



net of income tax 

(5,535) 

( 1 , 370 ) 

Net earnings 

92,228 

95,452 

As a percent of average common shareholders' equity 

17.9 

20.0 

Earnings per common share 



Primary—from continuing operations 

1.91 

1.90 

Primary—net earnings 

1.80 

1.88 

Fully diluted—from continuing operations 

1.88 

1.87 

Fully diluted—net earnings 

1.77 

1.85 

Dividends 



Total cash dividends paid on preference shares 

$ 1,374 

$ 1,374 

Total cash dividends paid on common shares 

58,670 

56,667 

Dividends paid per common share: 



In cash 

1.16 

1.13 

Percentage of primary earnings per share* 

64.4 

60.1 

In shares 



Shareholders 



Number of common shareholders of record 

33,504 

34,738 

Number of common shares outstanding 

50,599,005 

50,211,072 

Price range of common shares on NYSE 

18.25-12.50 

17.25-12.25 

Other Information 



Current assets 

$ 890,265 

$ 783,865 

Current liabilities 

590,643 

551,850 

Working capital 

299,622 

232,015 

Long-term debt—operating companies 

125,428 

124,281 

Long-term debt—realty subsidiaries 

113,551 

103,023 

Capital lease obligations—long-term 

166,899 

177,152 

Shareholders' equity: 



Preferred 

17,500 

17,500 

Common 

526,400 

491,127 

Per common share 

10.40 

9.78 

Capital expenditures—operating companies 

103,076 

88,489 

Capital expenditures—realty subsidiaries 

3,901 

64,984 

Depreciation and amortization 

72,238 

67,966 

Inventories 

633,737 

611,930 

Interest expense, net 

32,373 

31,080 

LIFO charge for the year 

13,000 

25,000 

Investment tax credit 

9,000 

11,800 

Income taxes—percent of pretax earnings 

44.6 

42.6 

Number of employees 

64,000 

66,000 


tSales and earnings for years 1973 through 1977 restated to reflect poolings of interests; years before 1982 restated to 
exclude discontinued operations. 
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1980 

1979 

1978 

1977 

1976 

1975 


1974 


1973 

52 Weeks 

53 Weeks 

52 Weeks 

52 Weeks 

52 Weeks 

52 Weeks 


52 Weeks 


53 Weeks 

$ 6,391,095 

$ 5 , 736,459 

$ 4 , 592,219 

$ 3 , 977,156 

$ 3,589,261 

$ 3,186,308 

$ 

2,752,804 

$ 

2 , 379,829 

11.4 

24.9 

15-5 

10.8 

12.6 

15.7 


15.7 


15.7 

8,047 

7,575 

6,794 

6,043 

5,761 

5,530 


5,122 


4,522 

$ 160,828 

$ 178,505 

$ 152,610 

$ 125,545 

$ 98,695 

$ 96,439 

$ 

83,124 

$ 

68,649 

70,046 

81,390 

73,997 

60,751 

47,615 

46,630 


40,771 


32,964 

90,782 

97 ,H 5 

78,613 

64,794 

51,080 

49,809 


42,353 


35,685 

( 6 - 5 ) 

23.5 

21.3 

26.8 

2.6 

17.6 


18.7 


6.8 

1.4 

1.7 

i -7 

1.6 

i -4 

1.6 


i -5 


i -5 

( 324 ) 

979 

1,787 

1,681 

1,159 

1,449 


1,064 


461 

90,458 

98,094 

80,400 

66,475 

52,239 

51,258 


43 , 4 T -7 


36,146 

20.8 

26.3 

26.3 

25.4 

22.0 

23.6 


22.8 


21.2 

1.80 

1.99 

1.68 

1.37 

1.08 

1.07 


■ 9 i 


•77 

1.80 

2.01 

1.72 

1.41 

1.11 

1.10 


•94 


•78 

1.76 

1.91 

1.60 

1.30 

1.04 

1.04 


•91 


•77 

1.76 

1.93 

1.64 

1.34 

1.06 

1.07 


•93 


.78 

$ 1,468 

$ 1,249 

$ 168 

$ 200 

$ 208 

$ 218 

$ 

255 

$ 

347 

55,468 

48,252 

37,408 

29,565 

25,309 

23,062 


19,501 


16,961 

1.12 

1.00 

.83 

•71 

.63 

.58 


•50 


.46 

62.2 

49.8 

48.3 

50.0 

55-7 

48.9 


48.7 


53-5 



3% 

3 % 

3% 

3% 


3% 


3% 

36,221 

38,016 

39,373 

38,694 

38,387 

38,667 


38,786 


36,491 

50 , 055,749 

49,182,688 

47 , 137,956 

42,022,784 

37,785,811 

36,644,229 

35 , 439,796 

32,631,050 

1 7 - 75 _1 3-50 

17.75-14.13 

18.50-12.62 

15.85-12.62 

15.55-12.01 

15 - 79 - 9-55 


12.08-6.66 


13.48-8.52 

$ 743.057 

$ 683,057 

$ 580,303 

$ 507,441 

$ 454,333 

$ 391,600 

$ 

323,604 

$ 

283,085 

469.744 

449,278 

378,524 

332,554 

293,716 

244,897 


244 , 7 H 


209,646 

273.313 

233,779 

201,779 

174,887 

160,617 

146,703 


78,893 


73,439 

128,489 

42,624 

59,937 

72,172 

72,201 

82,817 


37,447 


39 ,H 4 

106,946 

110,415 

113,476 

71,775 

64,844 

52,983 


50,434 


51,760 

179.358 

156,767 

129,627 

126,669 

122,141 

111,600 


114,036 



17,500 

18,852 

2,921 

4,426 

4,773 

4,845 


5,238 


6,502 

451.613 

406,079 

331,430 

279,527 

242,577 

230,382 


202,587 


175,884 

9.11 

8.41 

7.10 

6.03 

5.24 

4-99 


4.40 


3.86 

146,794 

93,217 

57,184 

52,100 

41,013 

38,871 


38,614 


38,445 



45,365 

8,761 

13,486 

4,000 




3 , 3 io 

58,347 

50,383 

44,191 

40,087 

36,144 

33,059 


29,778 


20,023 

546,196 

530,328 

475,584 

388,760 

352,507 

309,649 


275,016 


238,738 

24,544 

21,750 

18,500 

18,542 

17,124 

15,609 


18,700 


7,397 

38,000 

27,022 









10,400 

7,878 

5.245 

4,007 

3-382 

3,247 


2,052 


2,069 

43.6 

45.6 

48.5 

48.4 

48.2 

48.4 


49.0 


48.0 

65,000 

63,000 

55,000 

47,000 

45,000 

42,000 


39,400 


34,000 


Years prior to 1978 have been adjusted for stock dividends. 

*Based on earnings, shares outstanding and dividends as reported, before restatement for subsequent poolings. 
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Lucky Stores, Inc 

Corporate Information 


Board of 

Directors 

Gerald A. Awes* 

Reed L. Buffington 

William H. Dyer, Jr.*+ 

Wayne H. Fisher* 

Don C. FRiSBEEt 

Stanley Hiller, Jr. 

Walter E. Hoadley+ 

John H. Hoefer 

Melvin B. Lane 

Mary E. Lanigar+ 

JohnM. Lillie* 

Ivan Owen 

James A. Petit t 

Forrest A. Plant 

S. Donley Ritchey* 

Dwight E Stanford 

Joseph A Woods, Jr. 

Honorary Chairman. Formerly Chief Executive Officer 

Senior Vice President-Administration 

Retired. Formerly Chief Executive Officer 

Retired. Chairman of the Executive Committee. Formerly Chief 

Executive Officer 

Chairman of the Board of Pacific Power & Light Company, Portland, Oregon 
Partner, Hiller Investment Company, private investments, Menlo Park, 

California 

Senior Research Fellow, Hoover Institution, Stanford University, Stanford, 
California, Formerly Executive Vice President and Chief Economist of the 

Bank of America, NT&SA 

Chairman of the Board of Chiat/Day, inc. Advertising, 

San Francisco, California 

Vice Chairman, Lane Publishing Company, Menlo Park, California 

Retired. Formerly partner in Arthur Young & Company, certified public 
accountants, San Francisco, California 

President 

Senior Vice President and Chief Financial Officer 

Retired. Formerly President of Rancho del Viento, Inc., farming. 

King City, California 

Partner in the law firm of Diepenbrock, Wulff, Plant & Hannegan, 

Sacramento, California 

Chairman of the Board and Chief Executive Officer 

Retired. Formerly Senior Partner in the law firm of Stanford & McDonough, 

San Diego, California 

Partner in the law firm of Donahue, Gallagher, Thomas & Woods, 

Oakland, California 

'Executive Committee 
tAudit Committee 

Officers 

S. Donlfy Ritchey 

Chairman of the Board and Chief Executive Officer 

John M. Lillif 

President 


THEODORr F. Brunner 

Senior Vice President, Manufacturing & Support Facilities 


Reed L. Buffington 

Senior Vice President, Administration 


Ivan Owen 

Senior Vice President and Chief Financial Officer 


Leon W. Roush 

Senior Vice President, Food Operations 


Richard C. Biaci 

Vice President, Real Estate 


Nancy E Burnette 

Vice President and Secretary 


Kenneth W. Cope 

Vice President, Controller 


Frank J. Dorsey 

Vice President, Warehousing, Distribution and Store Systems 


Lester C. Kranhold 

Vice President, Engineering 


Walter A. Nn sen 

Vice President, Produce Merchandising 


R. LrE Paulson 

Vice President, Management Information Systems 


Jerry J. Sc.obassi 

Vice President, Meat Operations 


Raymond H. Sweeney 

Vice President, Industrial Relations 


Donna L. Weaver 

Vice President and Treasurer 

Division 

Dorris G. Cunningham 

Yellow Front Division 

Presidents 

Richard E. Goodspeed 

Florida Food Division 


Peter L. Harris 

Department Store Division 


Thomas F. Herman 

Automotive Division 


Jack A. Hoover 

Northern Food Division 


Stephen L. Jacobs 

Atherton Division 


A. Cayle Paden 

Southern Food Division 


PasqualeV. Petitti 

Midwestern Food Division 

Subsidiary President 

Morris O. Jarvis 

Hancock Textile Co., Inc. 

LKS Imports 

Jacob E. Henicar 

President 
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